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death, contract their consumption as much as they would
have done were all of them to be taxed £100 every year ?
To resolve this issue let us begin by supposing that all the
men concerned are completely indifferent to personal death,
and are just as much interested in their heirs as in themselves.
On this assumption, if everyone were perfectly rational, it
would seem that the two systems ought to affect the aggre-
gate volume of savings to an exactly equal extent. In fact,
however, people are not perfectly rational. They are apt to
procrastinate; to turn their eyes away from events that lie
in the future, particularly if the date of these events is un-
known. For these reasons they are not likely to economise so
largely to meet occasional large lump-sum payments as they
would do in order to meet equivalent smaller annual pay-
ments. The circumstance that the vast majority of persons
are not indifferent to personal death and are not just as much
interested in their heirs as in themselves obviously reinforces
this conclusion, the more so if the large lump-sum imposts
are to be levied at the moment of death. Nor can the con-
clusion be rebutted by reference to the conduct of heirs. For,
under the death-duty plan, since the former owners have
economised less than they would have done under annual
taxation, the heirs inherit less and so have smaller investment
incomes. This may perhaps cause them to work somewhat
harder — though, as urged above, this effect will be slight —
but it cannot, in any ordinary circumstances, cause them to
save more. I conclude, therefore, that, as between lump-sum
taxes assessed on the occasion of death and equivalent lump-
sum taxes assessed annually, the former are practically certain
to prove more injurious to saving than the latter.
§ 6, If the relation between large occasional lump-sum
taxes and death duties were precisely the same as that be-
tween small annual lump-sum taxes and taxes on investment
income, it would follow that death duties are more injurious
to saving than taxes on investment income of like distribu-
tional character. In fact, however, I shall submit that the
two relations are not the same, and that the excess damage,
as against lump-sum levies, is certain to be substantially
smaller under death duties than under the rival form of tax.
The grounds of this conclusion have now to be set out in detail.
§ 7. The desire to build up capital possessions is not a

